
fn the 

COMMONWEALTH OF KENTUCKY 

BEFORE THE PUBLIC SERVICE COMMISSION 
* * * * 1 

Hatter of: 

THE APPLICATION OF COLUMBIA GAS ) 
OF KENTUCKY, 1NC.r FOR AUTHORITY) 
FOR THE ISSUANCE AND SALE OF 1 CASE NO. 9228 
PROMISSORY NOTES AND THE SALE 
OF COMMON STOCK 1 

O R D E R  

On November 27, 1984, Columbia  Gas of K e n t u c k y ,  Inc., 

("Columbia") f i l e d  a n  a p p l i c a t i o n  s e e k i n g  p e r m i s s i o n  t o  s e l l  

common s t o c k  and  I n s t a l l m e n t  Promissory Notes ( " N o t e s ' )  to its 

p a r e n t ,  Columbia Gas System, I n c .  ( "System"). Columbia proposed 

to i s s u e  and  sell  to  t h e  System n o t  to e x c e e d  32,000 shares of 

authorized but u n i s s u e d  common s t o c k ,  with a $25 par value per 

s h a r e .  A l l  s h a r e s  sold would be f u l l y  paid and n o n a s s e s s a b l e .  

Columbia also proposed to  i s s u e  and  s e l l  t o  t h e  Sys t em a p r i n c i p a l  

amount  not t o  e x c e e d  $ 1 , 9 0 0 , 0 0 0  of Notes, w i t h  a n  i n t e r e s t  r a te  

e q u a l  to t h e  a c t u a l  cost of money t o  t h e  Sys t em for its t h e n  m o s t  

recent sale  of l o n g - t e r m  debt or p r e f e r r e d  s t o c k .  The Notes will 

h a v e  the same terms as C o l u m b i a * s  o u t s t a n d i n g  N o t e s  e x c e p t  t h a t  

t h e y  w i l l  be payable i n  15 near equal a n n u a l  i n s t a l l m e n t s  as s e t  

o u t  i n  the a p p l i c a t i o n .  The proceedn from t h e  above-mentioned 

securities will be used  to f i n a n c e  C o l u m b i a ' s  1985 c o n s t r u c t i o n  

program and for  o t h e r  corporate purposes. 

In Case No. 8 8 3 1 ,  Columbia m a d e  a similar request  to i s s u e  

and eel1 Notes to the Sys tem.  S i m i l a r l y ,  a t  t h e  t i m e  of the 



. 

request, t h e  in te res t  ra te  w a s  unknown. I n  its Order8  dated June? 

308 1983, t h e  Commission stated that it could not g i v e  approval to 

a s e c u r i t i e s  issue when t h e  i n t e r e s t  r a te  w a s  unknown. A f t e r  

c o n s i d e r i n g  t h e  application a n d  all t h e  e v i d e n c e  of record a n d  

b e i n g  advised ,  t h e  Commiss ion  is of t h e  o p i n i o n  t h a t  it cannot 

g r a n t  approval of Columbia's proposed i s s u a n c e  a n d  s a l e  of N o t e s  

a t  t h i s  t i m e .  However, t h e  Commission is of the opinion t h a t  

Columbia's proposed issuance a n d  sale o€ common s t o c k ,  as set o u t  

i n  t h e  application, is for lawful objects w i t h i n  t h e  corporate 

p u r p o s e  of i t s  u t i l i t y  o p e r a t i o n s ,  is n e c e s s a r y  a n d  appropriate  

for a n d  c o n s i s t e n t  w i t h  t h e  proper p e r f o r m a n c e  of i ts  service t o  

t h e  p u b l i c  a n d  w i l l  n o t  impair its a b i l i t y  to perform that 

service, a n d  is r e a s o n a b l y  n e c e s s a r y  and appropr ia te  €or s u c h  

p u r p o s e s .  

I T  IS THEREFORE ORDERED t h a t  Columbia  be and it h e r e b y  ie 

authorized to i s s u e  and se l l  to  t h e  System n o t  t o  e x c e e d  32,000 

shares  of a u t h o r i z e d  b u t  u n i s s u e d  common s tock ,  w i t h  a $ 2 5  par  

va lue  per s h a r e ,  as s e t  o u t  i n  t h e  a p p l i c a t i o n .  

I T  IS FURTHER ORDERED t h a t ,  when t h e  i n t e r e s t  rate for t h e  

Notes is d e t e r m i n e d ,  Columbia s h a l l  f i l e  a s t a t e m e n t  a d v i s i n g  t h e  

Commission of t h e  i n t e r e s t  rate. A t  t h a t  time, t h e  Commission 

will consider Columbia's request to issue and aell Note8 to  the 

Sys tern. 

I T  I S  FURTHER ORDERED t h a t  t h e  proceed6 from t h e  B a l e  Of 

s e c u r i t i e s  a u t h o r i z e d  h e r e i n  shall be used o n l y  for t h e  l a w f u l  

p u r p o s e s  a8 set  out i n  t h e  a p p l i c a t i o n .  

. ... . , 
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. 

Noth ing  c o n t a i n e d  herein s h a l l  b e  c o n s t r u e d  as a f i n d i n g  of 

value for any purpose  or as a warranty  o n  t h e  Commonwealth of 

Kentucky or any  a g e n c y  t h e r e o f  as to t h e  securities a u t h o r i z e d  

h e r e i n  

Done at Frankfort, Kentucky,  t h i s  18th day of December, 1984. 

PUBLIC SERVICE COMMISSION 

I ATPEST: 

Secretary 


